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THE INTERNATIONAL ASPECT OF OUR 
TARIFF SITUATION. 

BY N. I. STONE, TARIFF EXPERT IS THE BUREAU OF STATISTICS. 



Without going into a discussion of the respective merits of 
high and low duties, we may state without fear of contradiction 
that the chief impulse to the present demand for tariff revision 
has come from that section of our business community, both 
manufacturers and merchants, who are interested in foreign trade. 
The speech delivered by the late President MeKinley at the Pan- 
American Exhibition in Buffalo, which may be said to mark the 
formal opening of the campaign for tariff revision, emphasized 
this point. "What we produce beyond our domestic consump- 
tion," he said, " must have a vent abroad. The excess must be 
relieved through a foreign outlet, and we should sell everywhere 
we can and buy wherever the buying will enlarge our sales and 
productions, and thereby make a greater demand for home labor." 

It is this state of affairs — namely, that our industry, as a result 
of the giant strides made by it in the last two decades of the 
nineteenth century, has reached the stage where the foreign 
market is a necessary part of its normal outlet — that constitutes 
the pivotal point of our present tariff situation. In shaping our 
tariff policy heretofore, the problem our statesmen had to solve 
was how to secure to our own manufacturers our great home 
market. The problem henceforward will be how to insure to 
American industry and commerce the greatest possible share of the 
world's markets, while surrendering as little as possible of the 
home market to foreign exploitation. 

Hardly any one will question that the MeKinley and Dingley 
tariffs helped the American manufacturing industry to reach the 
high degree of perfection with which it is credited by the con- 
sensus of opinion among the leading engineers of the world. It 
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will also be admitted by the advocates of lower duties, as well as 
by those of a high tariff, that by securing to the American manu- 
facturer perfect immunity from foreign competition at home, as 
the two tariffs have done, they enabled him to reach out with 
success for a share of that very foreign trade for the sake of 
which our government is now asked to modify the tariff. Here 
we touch the very heart of the problem as it now confronts, not 
only the business interests, but the greater part of the American 
people. 

I. 

While we were busy putting up high walls around our national 
frontiers to keep out the foreign invader, the latter, for similar 
reasons, has been engaged in the same work at home; and the 
entire continent of Europe, with the exception of Holland, has 
been fenced off in the last fifteen years with higher walls than ever 
before separated the different nations of that continent in the his- 
tory of modern trade. France, Germany, Eussia, Italy, Switzer- 
land, Spain and Portugal — each has introduced a high protective 
system, which has been raised higher and higher as one country 
tried to meet the repeated assaults of the other against one or 
other of her own industries. 

In the course of that development, which has brought with it 
a new species of international conflict, the so-called " tariff-war," 
the commercial nations of the civilized world have worked out 
new or perfected old methods of regulating international trade. 
All of these methods are merely different adaptations of the best 
means available to a nation for protecting her economic interests 
against her neighbors. 

As each nation succeeded in mastering the policy of tariff-pro- 
tection, effects of its action were felt more and more by the rest. 
As a result, tariff matters have become conspicuous elements in 
diplomatic negotiations among nations. The once simple tariff, 
in the form in which we still have it, consisting of one set of duties 
levied on various articles of commerce, has, in most countries, 
given way to more complex forms, such as maximum and mini- 
mum tariffs, general and conventional tariffs, supplemented by 
such accessories as surtax, retaliatory duty, countervailing 
duty, etc. 

So far, the United States has managed, on the whole, to hold 
aloof from the entangling meshes of those European innovations, 
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and holds on to its single protective tariff. As the time is fast 
approaching, however, or, rather, has already come, when the 
leading European nations, and, what is more to the point, our 
chief customers, are recasting their tariffs and revising their 
commercial treaties, it behooves us to review the situation, so that, 
in the light of conditions, and not theories, actually confronting 
us, we may be in a position to grasp, in all its bearings, the 
problem now facing this country. 

II. 

The two leading nations of the European continent, France and 
Germany, have each worked out a tariff system of its own, the 
object of which is to secure the maximum of concessions abroad to 
their export trade, with the minimum of admission of foreign 
competition in the home market. The French use a double, or 
maximum and minimum, tariff, while the Germans adopt a single 
tariff like ourselves, or, as they call it, a general tariff; and then, 
by separate treaties or " conventions " with different governments, 
they modify various schedules in their tariff in exchange for 
equivalent concessions to their own trade. The reduced rates thus 
granted constitute their so-called " conventional " tariff. 

In the French system, most of the tariff schedules are sup- 
plied with two rates of duty, the difference between the two being 
all the way from about 15 to 75 per cent., and even more in a 
few cases. The higher or maximum rate is regarded as the general 
rate applicable to the importations of any country, in the absence 
of a special understanding to the contrary. The lower or mini- 
mum duty is granted to nations giving similar concessions in 
exchange. 

We cannot, within the space of a magazine article, go into a 
detailed discussion of the relative merits of the two systems. 
Suffice it to say that each of the two nations mentioned finds 
special advantages in its own system, and each finds its imitators 
among the several European governments, which have adopted 
them with slight modifications. 

The double tariffs now in force, both in France and Germany, 
were adopted in 1892, — that is, soon after the McEanley tariff 
went into effect As we had only one tariff for all countries, and 
were not willing to make any special concessions, France applied 
her maximum tariff to our products, while in the case of Germany 
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we were granted the lowest duties accorded by her to amy nation, 
since we enjoy the " most favored nation " treatment through our 
old treaty with the Kingdom of Prussia, concluded in 1828. 

It is needless to add that, compelled, as we have been, to pay 
duties often as much as 75 per cent, higher than our competitors, 
we hare not fared as well as we otherwise would in the French 
market. As France found her imitators among other European 
nations, this unpleasant fact was brought home to us with ever- 
increasing force. 

The Europeans had at last turned our own weapons against us, 
and Congress found it necessary to make special provisions for 
reciprocity treaties in the Dingley bill, which at the same time 
imposed the highest rates of protective duties so far adopted by 
the United States. The provisions for reciprocity were twofold. 
One, embodied in Section 3 of the law, authorizes the President: 

"to enter into negotiations with the governments of those countries 
exporting to the United States the above-mentioned articles, or any 
of them, with a view to the arrangement of commercial agreements in 
which reciprocal and equivalent concessions may be secured in favor 
of the products and manufactures of the United States; and when- 
ever the government of any country, or colony, producing and export- 
ing to the United States the above-mentioned articles, or any of them, 
shall enter into a commercial agreement with the United States, or 
make concessions in favor of the products, or manufactures thereof, 
which, in the judgment of the President, shall be reciprocal and equiva- 
lent, he shall be, and he is hereby, authorized and empowered to sus- 
pend, during the time of such agreement or concession, by proclamation 
to that effect, the imposition and collection of the duties mentioned in 
this Act, on such article or articles so exported to the United States 
from such country or colony, and thereupon and thereafter the duties 
levied, collected, and paid upon such article or articles shall be as 
follows. ..." 

The articles referred to, on which a reduction of duty was thus 
authorized, are crude tartar, brandies, champagne and other 
sparkling wines, still wines and vermuth, paintings and statuary. 

This gave the President the power to grant, without requiring 
the consent of the Senate, specific reductions on a limited num- 
ber of articles which we cannot produce in this country. The 
only matter left to his discretion was the amount of concessions 
to be obtained from the other side. Armed with this clause, 
President McKinley concluded trade agreements with France, 
Germany, Italy and Portugal. 
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Each of those countries was granted the full amount of reduc- 
tions thus authorized by Congress. In return, France extended 
to us the benefits of her minimum tariff on a limited number of 
articles, including canned meats, lard, hams, fruits and lumber. 
In addition, she admitted at the minimum rate of duty our 
petroleum oil, without including that article, however, in the 
treaty. Italy granted us her minimum tariff on cottonseed-oil, 
fish, agricultural and electric machinery and scientific instruments, 
and she agreed to admit free of duty our turpentine, fertilizers, 
hides and fur-skins. Portugal granted us her lowest rates on 
wheat, corn, flour of all kinds except wheat flour, lard, mineral 
oils, pitch and tar, agricultural machinery, implements and tools. 
Germany, having granted us her entire set of minimum duties in 
1892, received the concessions given to the other three countries. 

We did not, however, extend to her the more liberal concessions 
which were authorized in Section 4 of the Dingley law, as follows : 

" Sec. 4. That whenever the President of the United States, by and 
with the advice and consent of the Senate, with a view to secure recip- 
rocal trade with foreign countries, shall, within the period of two years 
from and after the passage of this Act, enter into commercial treaty or 
treaties with any other country or countries concerning the admission 
into any such country or countries of the goods, wares, and merchan- 
dise of the United States and their use and disposition therein, deemed 
to be for the interests of the United States, and in such treaty or 
treaties, in consideration of the advantages accruing to the United 
States therefrom, shall provide for the reduction during a specified pe- 
riod, not exceeding five years, of the duties imposed by this Act, to the 
extent of not more than twenty per centum thereof, upon such goods, 
wares, or merchandise as may be designated therein of the country or 
countries with which such treaty or treaties shall be made as in this 
section provided for ; or shall provide for the transfer during such period 
from the dutiable list of this Act to the free list thereof of such goods, 
wares, and merchandise, being the natural products of such foreign 
country or countries and not of the United States; or shall provide for 
the retention upon the free list of this Act during a specified period, 
not exceeding five years, of such goods, wares, and merchandise now 
included in said free list as may be designated therein; and when any 
such treaty shall have been duly ratified by the Senate and approved 
by Congress, and public proclamation made accordingly, then and there- 
after the duties which shall be collected by the United States upon 
any of the designated goods, wares, and merchandise from the for- 
eign country with which such treaty has been made shall, during the 
period provided for, be the duties specified and provided for in such 
treaty, and none other." 

vol. olxxx. — no. 580. 25 
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President McKinley, alive to the demands of our growing ex- 
port trade, attempted to make full use of the above clause. But 
the treaties concluded by the Hon. John A. Kasson, the special 
commissioner appointed for the purpose, met with such effective 
opposition in the Senate that nothing further was done. Even 
that larger treaty which was to have opened to us the French 
markets on the same terms as enjoyed by Great Britain and Ger- 
many, our chief competitors there in manufactured goods, did 
not give the French the full reduction authorized by the above 
quoted section of the Dingley law. The French came to Mr. 
Kasson offering to extend to our imports their entire minimum 
tariff in exchange for the 20 per cent reduction on the Dingley 
tariff as authorized in section 4, but Mr. Kasson would not enter- 
tain that offer. That did not save his more modest treaty, how- 
ever, when it reached the Senate. 

III. 

Our position as above outlined, resented, as it is, by the Euro- 
pean nations, is further complicated by the different interpretation 
we put on the "most favored nation" clause, as compared with 
European practice. The difference in the respective attitudes of 
the European governments and our own will best be illustrated by 
our relations with Germany. 

The only general treaty regulating our trade relations with 
Germany is that concluded with Prussia May 1, 1828. Article V 
of that treaty says : 

" No higher or other duties shall be imposed on the importation into 
the United States of any article the produce or manufacture of Prussia, 
and no higher or other duties shall be imposed on the importation into 
the Kingdom of Prussia of any article the produce or manufacture of 
the United States, than are or shall be payable on the like article being 
the produce or manufacture of any other foreign country. . . ." 

On the strength of this clause, Germany claimed that any tariff 
concession made by us to any country must of right be extended 
to her, without any additional concessions to us on her part 

However, the same treaty with Prussia contains another clause, 
Article IX, which reads as follows: 

" If either party shall hereafter grant to any other nation any par- 
ticular favor in navigation or commerce, it shall immediately become com- 
mon to the other party, freely, where it is freely granted to such other 
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nation, or on yielding the same compensation, when the grant is con- 
ditional." 

It is on this latter part of Article IX, italicized above, that the 
American government lays special stress, and makes it the test 
for the extension of the most-favored-nation treatment in our 
relations with foreign nations. It is not accepted, however, by 
the European governments, and may cause considerable friction 
when the work of revision of the tariffs is completed, and the 
Europeans get ready to take up the matter with us. 

In order to be in a position to appreciate the interests involved 
therein, let us cast a glance on the balance-sheet of our trade with 
the principal European countries. 

IV. 

Our total exports to Europe in the fiscal year 1904 exceeded 
one billion fifty-seven million dollars (the largest on record ex- 
cept 1901), constituting considerably over two-thirds of our total 
exports. Of this most important branch of our foreign trade, the 
United Eangdom alone, not including any of the British colonies, 
took more than one-half, or nearly 538 millions. The next largest 
customer is Germany, with 214 millions, or more than 20 per cent. 
Next in order of importance are France, with 85 million dollars 
or 8% per cent., and Italy, with 35 millions or 3% per cent. The 
figures credited to the Netherlands and Belgium in our statistics, 
namely: 72 and 41 million dollars, respectively, are, no doubt, in 
excess of what those countries imported for their own use, a con- 
siderable part of our exports to those two countries being destined 
for Germany, Prance, Switzerland, Austria and Russia. 

Let us see, now, what progress we have made with our exports to 
the most important European countries in the last ten years. 

iSissst- kim w- r — »**• AU8 g£ HuH 

Millions of Dollars. 

1895 387 92 45 16 2 

1896 406 98 47 19 2 

1897 483 125 58 22 4 

1898 541 155 95 23 6 

1899 512 156 61 25 7 

1900 534 187 83 33 7 

1901 631 192 79 34 7 

1902 549 173 72 31 6 

1903 524 194 77 35 7 

1904 538 214 85 36 8 

Inc. during decade 39% 133% 89% 125% 300% 
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The figures of increase per cent, need no comment. They bear 
eloquent testimony to a rapidly growing trade with the most ad- 
vanced nations of the world. Yet it is in these very countries, 
which together take the greater part of our exports, that the great- 
est danger to our export trade is lurking behind the new tariff 
legislation, which is quickly reaching its final shape and will con- 
front this country at no distant date as an accomplished fact. 

V. 

As regards England, much need not be said here. The Cham- 
berlain agitation is a matter well known to everybody, and is likely 
to result in some form of legislation to enable the government of 
Great Britain to force better terms for its trade in the markets of 
the world. The differential duties in her favor granted to her by 
our northern neighbors has led to an expression of hope on both 
sides of the ocean that the Mother Country may see its way clear 
to introduce a moderate duty on imported grain, not so much for 
the purpose of protecting the British farmer, as for the oppor- 
tunity that would give for returning the Canadian compliments 
by way of a preferential duty on Canadian wheat. This would not 
only mean a severe blow to our export trade to Great Britain, but 
would greatly impede, if not effectually block, the movement 
now going on, on either side of the Canadian border, for reciprocal 
trade arrangements. 

But it is the German position which is fraught with the gravest 
dangers, not only for the interests it directly affects, but also for 
the impetus it is likely to give to imitation by other nations 
which are looking to her for a lead. 

As already stated, the present German tariff was adopted in 
1892 as a result of a series of commercial treaties she concluded 
with the most important European countries. All of those 
treaties " bound her tariff until 1903," — that is, fixed it beyond 
a possibility of change. Having extended to our trade the bene- 
fits of her minimum duties, Germany was granted, in a reciprocity 
treaty concluded by President Harrison in 1892, the free im- 
portation of sugar into the United States. The Dingley tariff of 
1897 removed sugar from the free list; but, in its place, we granted 
to Germany lower duties on the few commodities covered by the 
treaty concluded by President McKinley in 1900. At that time, 
Germany was already at work on her new tariff. 
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In the preparation of the new tariff (on which, it may be said 
in passing, the Germans spent nearly five years, having been at 
work on it continuously since 1897), the strategic position of the 
United States has figured more prominently in the endless dis- 
cussions of government tariff experts and business associations, 
than probably that of any other nation, with the possible exception 
of Austria-Hungary. The new tariff, after passing the Reichstag 
and receiving the sanction of the Emperor on December 25th, 
1902, has not been put in force as yet. It has so far served as a 
basis for new negotiations with the principal countries with which 
Germany has had commercial treaties. 

In its final shape, the tariff presents such an extraordinary 
increase of protective duties, especially on agricultural products 
and other raw materials, as to have called forth the strongest 
condemnation even from the protectionist manufacturers' associa- 
tions of the Empire. 

A few figures will suffice to show how the new tariff is going 
to affect our exports. We shall take for our illustration only 
those articles which constitute an important item in our export 
trade to Germany. The duty on bacon is raised from 20 marks 
per 100 kilograms in the old tariff to 36 in the new, or 80 per 
cent.; on canned beef, from 15 marks per 100 kilograms in the 
old tariff to 60 marks, plus a surtax of 20 per cent., in the new, 
making a total increase of 380 per cent ; on lard and cottonseed- 
oil, from 10 marks in the old tariff to 12.50 marks in the new, 
or 25 per cent. ; the duty on various kinds of lumber is increased 
about 25 per cent. ; the old duty of 24 marks on sewing-machines 
is raised to 35 marks or 46 per cent. ; the increase of duty on other 
kinds of machinery, such as typewriters, agricultural implements, 
etc., reaches as high as 50 and 100 per cent ; the duty on wheat, 
which has been 3.50 marks per 100 kilograms under the conven- 
tional tariff still in force, is raised to 7.50 marks per 100 kilo- 
grams (about 50 cents per bushel), or over 114 per cent.; on corn, 
from 1.60 marks to five marks, or 212 per cent; on flour, from 
7.30 to 18.75 marks, or 156 per cent. 

A few of the important articles of our trade have not been sub- 
jected to an increase of duty, as they are of prime necessity to 
German manufacturers and cannot be produced there: thus, cot- 
ton, copper, fertilizers, rosin and turpentine are on the free list; 
the duties on refined mineral oil and tobacco remain the same. 
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But, serious as the enormous increase of the German rates may 
be in its potential danger to American exports, it can completely 
paralyze our trade the moment other countries are granted more 
favorable terms than ourselves. As long as Germany is willing to 
place this country on an equal footing with other nations, we may 
continue to hold our own against our competitors, at least so far 
as our relative share of the Empire's trade is concerned. But all 
indications seem to point to an intention on the part of the Ger- 
mans to refuse us the most-favored-nation treatment, unless we 
make equivalent concessions in return. It is true that a tariff- 
war with the United States might prove more costly to her than 
to ourselves, as it would tax her industries to a far greater extent; 
but the same may be said of any war, and was no less true of her 
tariff-war with Bussia in which she undertook — and with complete 
success — to force the latter country to grant more favorable terms 
to her goods in the year 1894. On that occasion, Germany used 
American competition as a whip against Bussia. At present, 
there is apparently an intention to use Bussia as a whip against 
the United States. For, no sooner had the tariff received the 
Emperor's signature, than successful negotiations for a commer- 
cial treaty, whose terms are still kept secret, were opened with 
Bussia. Germany selected the proper psychological moment for 
the operation, being able to secure favorable terms in return for 
moral and financial support in the war with Japan. 

What with our refusal to give the most-favored-nation clause 
the same sweeping interpretation as Germany has been insisting 
on so far, and our repeated assertions that the old treaty with 
Prussia does not necessarily apply to the entire German Empire, 
Germany has ample ground, from her point of view, for de- 
nouncing the old treaty and subjecting our goods to the rates pro- 
vided for in her new general tariff, as illustrated above. Should 
we resort to reprisals, or even should we grant to any nation more 
favorable terms than to Germany under our construction of the 
most-favored-nation clause, the German government is authorized 
by Section X of the new tariff law to have our goods " burdened 
with a surtax ranging to 100 per cent of the tariff duty imposed 
on such goods, or even with a surtax equivalent to the total value 
of the goods themselves. Goods free of duty by virtue of the 
tariff may, under the same conditions, be taxed with a duty not 
exceeding 50 per cent, ad valorem." 
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Such are the serious possibilities hidden in the present German- 
American trade relations, which are apt to reach a critical stage 
as soon as Germany has concluded new treaties with her neighbors 
and denounced the treaties now in force. 

Nor can it be said that our relations with the other principal 
nations on the European continent are in a more satisfactory 
condition. Our trade agreement with France, concluded in 1898, 
gave us reduced rates on a number of articles mentioned above, 
of which we exported to France in that year nearly three million 
seven hundred thousand dollars' worth, or only about four per 
cent, of our total exports to that country. It is interesting to 
note, however, that, while our total exports to that country de- 
clined, in the five years following the conclusion of the reciprocity 
agreement, from $92,000,000 (in round numbers) in 1898 to 
$72,000,000 in 1903, or about 22 per cent., the trade in the few 
articles covered by that agreement increased from $3,700,000 to 
$5,400,000, or about 46 per cent. This goes to show that the 
reason for the unsatisfactory progress of our export trade with 
France lies in the maximum rates we have to pay. Says Mr. A. 
M. Thackara, United States Consul at Havre, France* : 

"The trade of our country with France is handicapped to some ex- 
tent by the heavier freights and custom duties our shippers hare to 
pay, in comparison with the German and English competitors; and, no 
doubt, if the commercial agreement now existing between France and the 
United States were extended to cover other articles, the trade between the 
two countries would be materially increased." 

Even as it is, according to the same authority, "we sent to 
France 15 per cent of her wood imports, 20 per cent, of the 
machines and machinery imported, 5.5 per cent, of the tools and 
hardware, 11.8 per cent, of the lumber and woodware, 7 per cent. 
of the dressed skins, 18.75 per cent, of the oil-cake and 7 per cent. 
of the rubber goods received." Results like these, achieved in the 
face of serious handicaps to our trade, certainly point to a most 
promising field, which could be utilized to a far greater extent 
if we could but secure to our manufacturers the same treatment 
as is accorded to their German and English competitors. 

What has just been said of France applies with even greater 
force to Italy, which is less developed industrially, and therefore 

• Commercial Relations, Consul. Rep., 1903, p. 410. 
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offers a more valuable field to our manufacturers. Here, too, we 
enjoy lower duties on a limited number of our products only, 
while paying the maximum duties on the rest of our exports. 
The result is that, while our exports of agricultural implements 
(enjoying a minimum duty) have nearly quadrupled in five years 
(from about $50,000 in 1898 to $193,000 in 1903), our total ex- 
ports increased only 80 per cent, in the same period. 

Eussia granted us her minimum tariff on all our exports under 
the most-favored-nation clause. But the countervailing duty 
which Secretary Gage imposed on her bounty-paid sugar precipi- 
tated a tariff-war between the two countries which is still on. As 
the first step in that war, Finance Minister Witte issued an order, 
which took effect March 1st, 1901, subjecting our exports to the 
maximum duty, with an additional surtax of 30 per cent on 
several classes of iron and steel manufactures, tools, machinery 
and bicycles, and 20 per cent, on rosin and pitch, making the total 
increase over the duties previously levied on those goods from 50 
to 100 per cent. The new tariff which Eussia has just adopted, 
but which, like the German, has not as yet been put in force, pend- 
ing the conclusion of new treaties, has raised those duties still 
higher and threatens to kill our trade entirely, unless we come 
to some new arrangement with that country. 

Our relations with Switzerland are also strained, since we de- 
nounced our treaty with that republic. This had to be done, be- 
cause it was found that the wording of the most-favored-nation 
clause in the old treaty was such as to allow only the European 
interpretation of it. Since then, our exports to that country have 
been subjected to the maximum rates of duty, which have been 
further increased in the new Swiss tariff which is soon to be put 
in force. 

In Austria-Hungary, we still enjoy the benefits of the most- 
favored-nation treatment with excellent results. But the mutter- 
ings against the "American invasion" in the Dual Empire are 
growing in volume and intensity in proportion to the progress we 
make, and no doubt need to be entertained that we will not be al- 
lowed to fare as well under the new tariff, which awaits the sanc- 
tion of the Eeichsrath to become a law, unless they succeed in 
getting something in return. 

The above presentation of the existing state of our foreign 
trade relations has not been made with the intention of con- 
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structing an argument for or against tariff revision. The only 
desire was to bring out the salient features in our foreign trade 
relations, which will undoubtedly claim a prominent share of the 
attention of our government in the near future. The only way 
in which it would seem the situation could be met is by vesting 
the administration with power to enter into negotiations with 
the governments of the different countries at the proper time. 
This could be done either by amplifying the scope of Section 3 
of the Dingley law, which would give to the President power to 
arrange reciprocity treaties on a basis of a larger number of 
articles than those now provided for; such a provision would 
enable the President to conclude new treaties without requiring 
the sanction of the Senate, as was done in the case of the four 
trade agreements concluded by President McKinley with Ger- 
many, Prance, Italy and Portugal, now in force. Or a new lease 
of life might be given to Section 4 of the Dingley law, under 
which Mr. Kasson unsuccessfully tried to conclude reciprocity 
treaties, and which expired by limitation on July 24th, 1899. Or, 
finally, an entirely new enactment might be passed by Gongress 
looking to that end. 

•N. I. SlOHB. 



